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Peel Region, Ontario 


FOUR-YEAR COMPARISON OF ANNUAL TAX INCREASES 
FOR REGIONAL GOVERNMENT AS THEY RELATE TO INFLATION 


PERCENTAGE INCREASES OVER PREVIOUS YEAR 


inflation. This non-increase in constant tax dollars — a slight decrease in fact 


During the past five years the Region’s per capita share of municipal taxes plus 
— has been accomplished despite the rapid growth of population in Peel. 


its income from water and sewer utility charges has risen at less than the rate of 


The Department of Finance is helping to make sure that the ratepayers as 
in Peel receive the best possible value for their tax dollar 


Ensuring: the financial integrity of 


The Regional Municipality of Peel 


A STATEMENT OF PURPOSE by Peter Marshall, Regional Treasurer and Commissioner of Finance 


The local government services which the Region is empowered 
to provide under the Regional Municipality of Peel Act require 
that a substantial financial contribution be made by the residents 
and ratepayers of this community. In remitting such investments, 
in our trust, they are doing so in the belief that their monies will be 
administered honestly, equitably and prudently by those who 
manage the financial affairs of the Region. 


The great majority of services 
provided directly and indirectly by 
the Regional Municipality for the 
benefit of Peel residents are 
managed, controlled and delivered 
by the heads, program administra- 
tors and staff of the Region’s 
Departments of Administration, 
Planning, Public Works and Social 
Services, the Children’s Aid Society, 
the Board of Police Commissioners 
and the Board of Health. The 
managers of these service-delivery 
units are responsible for the 
effectiveness of their programs and 
the honest and prudent use of the 
public’s money. But because the 
Finance Department is involved in 
processing all financial information 
which is necessary for the effective 
financial control of the programs, 
this Department must assume the 
key role and responsibility for 


ensuring the financial integrity of 
the Region. 

The first step toward achieving 
this responsibility was the 
establishment of effective controls 
on the payment and collection of 
funds. These controls ensure that 
payments are punctually and 
correctly made for goods and 
services which have been received, 
that these payments are within the 
approved purchase limits and 
authorized by the appropriate 
personnel, and that they are 
properly noted in the Region’s 
financial records. The controls also 
ensure that monies owed the Region 
are collected and that effective 
actions are taken if amounts remain 
unpaid. These basic financial 
controls are applied to the payroll, 
accounts payable and revenues 
areas of financial administration 
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and to the Regional Municipality’s 
centralized procurement function 
(thus ensuring consistent respect for 
the Region’s policies related to the 
control of its purchases, centralized 
inventory and working stock). 

The Department’s main concern 
in its early years was the 
development of effective systems in 
these areas. The need to effectively 
control all financial transactions 
and reflect them accurately within 
its financial statements was of 
fundamental importance. Indeed, 
the early introduction of the 
Computer Systems function, now an 
essential and integral part of the 
Department’s daily activity, was 
the key to developing thorough 
computer controls for these areas. 
The early emphasis on Internal 
Audits was also directly related to 
control: evaluating and recommend- 
ing appropriate improvements of 


control procedures. Since these 
controls have been well established, 
the Department has been able to 
shift emphasis to the provision of 
information designed to enhance the 
effectiveness of the Region’s 
managers who deliver public 
services, and to foster more 
responsive accountability on their 
part. 


EFFECTIVENESS 
AND 
ACCOUNTABILITY 


Too often in the public sector, 
the dollars and cents financial 
information is viewed as being 
totally separate and distinct from 
the services which government 
provides. If government has this 
mentality the annual budget can 

(continued on back page) 


The responsibility for ensuring that the financial 


integrity and prudence of the Region is beyond 
reproach rests with the Finance Department. 
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The annual budget of any corporation is a reflection of 
the corporation's organizational structure, the service it 
provides, its decision-making philosophy and the costs of 
decisions to its stockholders if it is a private sector 


corporation, or to its community if it is a public one. 


The Budget — a plan for action 


Each and every year, usually in autumn, the attentions of 
corporate management focus on the high-priority need to 
establish objectives for the next year and draft a plan of action to 
meet them. Called a budget because it will relate estimated 
affordable costs to specific goods and services, the document will 
set out in detail the financial parameters within which, the 
corporate management believes, the objectives can be reached. 
No major deviation from the plan, without the approval of the 
Board of Directors, will be permitted. 


The Corporation of The Regional 

Municipality of Peel is no exception: 
preparation of its plan for action 
document begins in autumn and, 
once it has been approved in final 
form by Regional Council, no major 
deviation is allowed without the 
Council’s approval. In the most 
generalized terms, the Region’s 
budget is astatement of intentions to 
perform specific service functions 
over a set time period and a measure 
of the resources, including dollars, 
manpower and equipment, that will 
be required to accomplish the 
planned levels of service. Once 
approved, the budget document is 
philosophically considered by 
Council and the Administration to 
be a contract between the Regional 
Government and the residents of 
Peel for the provision of these 
services within the financial and 
other resources available. 

Regional budget preparation is a 
three-step process which includes 
the drafting of (1) a ONE YEAR 
CURRENT BUDGET OPERAT- 
ING PLAN, (2) a ONE-YEAR 
CAPITAL BUDGET and FOUR- 
YEAR CAPITAL FORECAST, 
and (3) a FIVE-YEAR OPERAT- 
ING FORECAST. 


CURRENT BUDGET 


Once approved by Council, the 
Current Budget provides the dollars 
required to pay for the day-to-day 
operations of the Regional 
Government and the services it has 
contracted to deliver for the benefit 
of the residents of the region. These 
services fall into two main 
categories: tax-supported services 
and utility-supported services. 

The tax-supported services 
include regional roads mainten- 
ance, solid waste disposal, police 
protection, health protection, 
children’s daycare, children’s aid, 
senior citizens’ care, other social 
assistance, co-ordinating the 
planning and zoning for develop- 
ment within the region, and 
associated administrative costs. 
Their current cost of about $78 
million is recovered through 
provincial subsidies (39%), fees for 
service (15%) and taxation on 

assessed properties in Peel (46%). 

The utility-supported services are 
those of water treatment and 
supply, and the sanitary collection of 
sewage for treatment and disposal. 
The cost to provide water is 
currently estimated at $21 million. 
Ot this amount 4% is financed by the 


province, 18% recoverec through 


IN COUNCIL 

The Commissioner of Finance, Peter 
Marshall, makes effective use of a 
projector to screen financial analyses 
and data, in the Region’s Council 
Chamber, for the information of 
Council’s Administration and 
Finance Committee. 


fees and charges and 78% raised 
directly from the consumers 
through water/sewer billings. 
Sewer costs, currently $19 million, 
are recovered as follows: 5% 
provincial subsidy, 8% fees and 
charges, 87% through water/sewer 
billings. 

The tax-supported services and 
the two utility supported services 
are considered and presented as 
three independent balanced 
budgets within the overall Current 
Budget. 


CAPITAL BUDGET 


Beyond its current commitments 
to service the needs of its residents 
today, Regional Council must look to 
the future and consider the 
implications of residential, 
commercial and industrial growth 
for the Region’s ability to deliver 
consistent levels of service. With the 
certain knowledge that Peel’s 
population is growing by 20-25 
thousand people annually, the 
Regional Council and Administra- 
tion are fully aware of the need to 
upgrade, expand or replace service 
facilities. Today’s levels of service 
output (such as today’s road network 
or today’s water treatment capacity) 
could not adequately meet the 
demand for services for the larger 
population of tomorrow. Obviously, 
the drafters of Peel’s budget must 
consider the implications of rapid 
growth. Beyond that, they must also 
study the possible effects of 
advancing human expectations on 
the current standards of service 
delivery and be prepared to meet the 
needs for increased levels of services 
as they arise. 

Peel’s Capital Budget is a plan for 
action in a rapid growth situation. It 
focuses in on the future’s certain and 
probable needs to match the 
population and business growth 
with improved or expanded capital 
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facilities such as police buildings, 
daycare centres, hospitals, roads, 
solid waste disposal sites, water- 
mains and sewers, over a five-year 
period. The first year plan is a 
commitment to capital construction. 
The remaining four-year needs are 
anticipated by forecasts based on 
educated assumptions of inflation 
factors, population growth, service 
delivery patterns, and _ property 
assessment. 


Like the ongoing Current Budget 
costs of services, capital construc- 
tion costs are recovered, in part, 
through provincial subsidy pro- 
grams. Under special agreements, a 
part of the cost of capital 
construction projects may be 
recovered, as well, from particular 
developers or one or more of the 
constituent area municipalities 
(Mississauga, Brampton or Caledon). 
What costs remain must then be 


financed from three main sources of 
revenue: 


e Current Budget tax revenues or 
utility billings designed to pay for 
some capital projects today so 
that the amount of borrowing 
required can be reduced. 


@ Lot Levies which are contribu- 
tions from developers required by 
the municipality to cover a 
portion of the capital costs made 
necessary by population growth 
and residential development. 
(Consequently, residential 
development in Peel pays for 
itself.) 


e Debenture borrowing, or debt, 
which must be repaid with 
interest, in installments, within 
the agreed period — normally 5 to 
20 years. The annual repayment 
costs, combining principal and 
interest, are made from Current 
Budget funds and classified as 
debt charges. Ultimately, of 
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course, the debt is reflected in the 

tax rate or the charges for 

water/sewer services. 
Se eee 

The affordability of any five- 
year capital plan depends on the 
revenues available in the Current 
budget to meet capital debt 
charges. 

By provincial regulation and 
Council policy, no more than 25% 
of Current Budget revenues may 
be committed to debt repayment 
This is a restriction that enforces 
decision-makers and adminis. 
trators, beyond their desire to doa 
responsible job, to plan for the 
future very carefully. Long-term 
debts will have an irreversible 
effect on current budgets for 
many years to come. Ags time 
passes, however, and the final 
payments on debts from earlie 
capital decisions are made, a dae 
capacity for new capital projects 
is automatically created. 


Se 


Capital Expenditures Will 
Lead To Current Expenditures 
Although debt charges forge the 
major link between Current and 
Capital planning, most capital 
projects — police buildings and 
daycare centres, for example — also 
demand other costs, for inclusion in 
Current Budgets, to cover the 
additional staffing and operating 
costs they create. This, then, 
presents one more factor that must 
be analyzed, costed and considered 
before capital projects are 
irreversibly committed. 


The Five-Year 


Operating Forecast 


To complete the financial 
analytical/planning cycle, therefore 
the Region of Peel has begun to take 
the normal budget-developing 
process one step further. The 
additional step, labelled the 
COMPASS phase (COMputerized 
Planning And Strategy System) 
develops a five-year Current Budget 
forecasting model. The analogy toa 
compass, was not incidental, for it is 
the purpose of the model to help the 
drafters of Current and Capital 
Budgets follow the most cost- 
effective directions toward deliver- 
ing municipal services. 

The model utilizes the previous 
year’s actual operating expendi- 
tures and revenues as a base and 
incorporates the fiscal impact of 
debt charges associated with the 
approved five-year capital plan. 
Based on forecasts of future trends 
in inflation rates, interest rates,” 
population and assessment growth, 
the model is able to produce reliable 
estimates of operating levels of 

(Continued on facing page) 
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Or The Budget 

(continued from facing page) 
= service and their costs for the next 
e- five years. 
AS Needless to say, perhaps, that the 
nt computer's ability to produce the 
ot essential information in seconds 

when the analysts require it — for 
id example, information related to 
70 demographics and past budget 
Ly details input over time — makes it 
t. an extremely valuable forecasting 
2S tool. 
te 
ks The Timing 
7 Of Budget Preparation 
le About 60% of the Region’s tax- 
r supported service-program require- 
e ments relate to the administrative 
il and operating costs of the Board of 
r Police Commissioners, the Health 
rt Unit and the Children’s Aid Society. 
is These agencies are required to 


submit their Current Budget 
estimates to the Region not later 
| than February 27, in the budget 
l year. 


The final approval of the Current 
Budget by Regional Council has 
traditionally not occurred until late 
April or early May. The lateness of 
this approval has been of concern to 
Regional Council which has 
requested an earlier process for 
1982. 


Since the Capital Budget’s 
affordability depends on the 
capacity of the Current Budget to 
repay debt commitments, the 
Capital Budget cannot be approved 
before the Current Budget wmless its 
debt commitments are obviously well 
within anticipated revenues from 
increased property taxes and 
water/sewer charges. 


Once approved, the budget 
documents are filed with the 
Province for which they will serve as 
a base for future unconditional 
grants determinations. More 
importantly, the budgets become 
the approved plan of action for the 
Corporation for the coming period. 
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Controls And Reporting 


The finalized estimates of both 
budgets are recorded in the 
computer and compared monthly, in 
a report to management, with actual 
expenditures and revenues to date. 
S Should a revision to the Current 
[- Budget be necessary to re-distribute 
d funds between projects (one may be 
if costing more than estimated, 
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: THE BUDGET 


1; The ultimate intent of the Cur- 

e rent Budget is the delivery of 

if required municipal services to 
residents for the least possible 
cost. A major incentive is the 
public’s natural resistance to all 

‘ tax increases including, at the 
municipal levels, mill rates for 
taxation purposes, and water/- 
sewer service charges. 


Maintaining tax increases at 
no-grounds-for-complaint levels 
has become increasingly difficult 
as rapid growth and inflation 
wreak havoc on costs while the 
province’s unconditional grants, 
which represent a_ substantial 
portion of the Region’s total 
revenue, have grown by smaller 
amounts. Consequently, the ratio 
u of funds directly derived from 
Peel's ratepayers to the total of the 
Current Budget’s revenue is 
escalating steadily, compelling 
sharp scrutiny by government of 
all service needs and the 
expenditures for them. 


The Region takes pride in the 
fact that it has kept its need for 
revenue increases below inflation 
levels. Over the past five years, 
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MANAGEMENT TEAM 


The Regional Municipality’s administrative management 
team. From the left — Legal Counsel James Dundas, 
Commissioner of Planning Peter Allen, Commissioner of 
Social Services and Social Housing James Crozier, Chief 
Administrative Officer Richard Frost, Regional Treasurer 
and Commissioner of Finance Peter Marshall and Com- 
missioner of Public Works William Anderson. These 
are the officials who, with input from the Regional Police 


Force, the Children’s Aid Society, the Health Council and 
other public bodies financed by the Region, organize the 
initial preparation of Current and Capital budgets for 
presentation to Regional Council. The Councillors, who 
have themselves contributed in no small measure to the 
budget’s plan, might request amendments or vote 
approval. Once approved, no major deviation from the 
plan, without Council’s approval, will be permitted. 


another may be costing less), a 
transfer of funds may be requested 
by the department head. Depending 
on the dollars involved and the 
services affected, transfers may be 
authorized by the Treasurer, the 
Chief Administrative Officer or, in 
an unusual circumstance where a 
large transfer from one program to 
another has been requested, by 


Regional Council. 


Before construction of any Capital 
Budget project may begin, it is 
presented to Regional Council for 
review and then approval of a 
construction and financing resolu- 
tion or bylaw. Thenceforth, 
construction progress is reported 
quarterly to Council. Thus, the 
maximum expenditure for every 
capital project is established by 
legislation. No additional expendi- 
ture may be made without the appro- 
val of Council and amendment of the 
resolution or bylaw. 


PHILOSOPHY 


while inflation grew at a 
compound annual rate of 9.7%, 
the Regions’s share of the local 
municipality’s mill rate grew by 
7.7% (the constituent Area 
Municipalities: Brampton, Cale- 
don and Mississauga, which 
collect the assessment taxes, 
establish their mill rates to 
include the Region’s levy for its 
expenses). 
During the current year, 1981, 
a review of the Region’s operating 
estimates was carried out by a 
budget sub-committee. Four 
Regional Councillors and the 
Regional Chairman, appointed to 
the sub-committee by Council, 
met with senior administrators to 
examine together all requests for 
service levels and their financing. 
Subsequently, the modified and 
streamlined draft budget was 
approved by Council in all its 
parts with few exceptions. This 
important review by adminis- 
trators and decision makers 
working together, confirmed 
service priorities and reassured 
the full Council that every effort 
had been taken to trim recogniz- 
able excess. 


BUDGET SUB-COMMITTEE OF COUNCIL 
TO REVIEW CAPITAL AND CURRENT BUDGETS 


During 1981, The Administration and Finance Committee of 
Council appointed a sub-committee to review the draft current 


budgets prepared by the Administration. Subsequently, the sub- 
committee presented its recommendations to the full council 


(see Budget Philosophy this page). For 1982, the sub-committee 
will meet to review both current and capital budgets. 

The sub-committee members are: Councillor Steve Mahoney 
(Chairman), Regional Chairman Frank Bean and Councillors 
Emil Kolb, Nancy Porteous and Rudy Skjarum. 


FORECASTING THE FUTURE . 

Unfortunately for those finance personnel who work long tedious hours 
analyzing the costs and demand for services against a background of 
population growth and inflation factors the only known constant of which is 
fluctuation, there is no crystal ball to image in its crystalline depths a clearly 
defined picture of service needs and costs for the next year, Or the one 
following, or five years hence. 

The Meta sicnired above is representative of a segment of Finance 
Department staff who have begun to build their own practical version of a 
crystal ball. In so doing, they have begun to take the past budget developing 
process a major step forward. a 

Utilizing the computer's extraordinary ability to speedily record, recall and 
relate facts and figures, these financial analysts are developing a five-year 
Current Budget forecasting model. 

Labelled COMPASS (Computerized Planning and Strategy System) the 
model is expected to produce reliable estimates of operating levels of services 
and their costs for the next five years. ; 

COMPASS may not be the perfect crystal ball or even its equivalent, but it 
might come as effectively close as mere mortals can get to forecasting wizardry. 
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THE COMPUTER 
To the modern-day world of finance, as 
the article below on accounting services 
notes, the computer is an essential tool. 
At left, a computer-controlled printer is 
delivering payroll cheques at eye- 
blurring speed. Every two weeks the 
computer prepares pay cheques for 
about 2000 employees. As efficiently, it 
issues cheques to pay the Region’s 
bills, calculates and prepares invoices 
for sanitary landfill services and 
produces billings for residential and 
commercial water and sewer services. 


The professional keeper or inspector of accounts is an accountant. The 
services provided by accountants fuel the operations of all corporations, 
private or public, for among the accountants’ several functions are the 
nitty-gritty ones that circulate money: billing, collecting and paying. In this 
sense, accountants can be forgiven when they claim that 


Accounting Services 


are the backbone of all business entities because without them, 
regardless of product or service provided, businesses cannot flourish. 


Within the Regional Municipality 


the Accounting Services group in 
the Department of Finance 
manages the basic functions of 
billing, collecting and paying on the 
municipality's behalf. The group 
also provides centralized 
accounting services for Peel’s quasi- 
independent boards and commis- 
sions: Board of Commissioners of 
Police, Board of Health, Peel 
Historical Society, and Peel Non- 
Profit Housing Corporation. For 
example, in the name of 
administrative efficiency, the 
section provides payroll services to 
the Peel District Health Council — 
an organization that reports 
directly to the Province. 

Automated (computer) systems 
are an essential tool to accounting 
services in the modern-day, fast- 
moving world of finance. Indeed, 
designs for development and 
enhancement of the systems are 
given major priority status, if only 
because the improvement of 
automated systems can reduce 
the need to increase staff yet 
provide more reliable informa- 
tion for management. 

The three basic functions of all 
accounting services — billing, 
collecting and paying — are, within 
the regional municipality, 
organized into group responsibili- 
ties under the operational 
descriptives: REVENUE SER- 
VICES, PAYROLL, and AC- 
COUNTS RECEIVABLE. 


REVENUE SERVICES 


A group of seven staff members 
handle the billing, collection and 
recording of all revenues due the 
Regional Municipality from all 
sources other than water/sewer 


The staff costs figure mentioned in the article above covers a 
wide variety of professions and occupations. Among them are 


customers. These sources include 
subsidies and grants from senior 
governments, municipal levies from 
real estate development, sanitary 
landfill disposal charges, senior 
citizens maintenance charges, 
sewer and water connection 
charges, childrens’ day care fees, by- 
law fines, rents for office space in 
regional buildings, Non-Profit 
Housing Unit rents, and a myriad of 
others of lesser distinction. 


PAYROLL 


A staff of five annually produces 
about 60,000 pay cheques and bank 
deposits for 22 elected officials (the 
decision-making body of the 
regional government) and 2,000 
employees (the administrative and 
services-delivery staffs of the 
government including public health 
staff and police). 

Because the government is an 
organization geared largely to the 
provision of services rather than 
products (one could argue that, 
technically, a road is a product even 
though it serves a service function) 
staff costs represent 42% of the 
Region’s $100 million operating cost 
(1980 figures). 

Computer system enhancements 
have improved payroll services. The 
staff can now direct cheques to 
employee’s bank accounts, 
implement cost-of-living awards 
and contract settlements for the 
unionized-labour segments of the 
workforce, calculate special labour 
and salary costs for study, and 
generally provide management 
with a tool for monitoring, 
analyzing and forecasting payroll- 
related activities, for example, 
overtime and part-time labour costs. 


ACCOUNTS PAYABLE 


This six-member accounting- 
services group disbursed more than 
$75 million for goods and services 
last year (1980). Like all good 
corporate citizens the Region pays 
all properly documented invoices 


personnel, daycare teachers, senior citizens’ care staffs 
(including attendants, cooks, launderers and extended-care 


cil engineers, surveyors, lawyers, draftspersons and 


cartographers, land-use planners, heavy-machinery 
operators, traffic-control specialists, statisticians, public- 


nurses), medical doctors, social workers, accountants, 
computer programmers, construction liaison personnel for 
social housing, road-, water-, sewer- and buildings- 
maintenance persons, and police officers. 


health «inspectors, public-health nurses, spill-control 


The computer also issues social 
assistance payments, prepares monthly 
revenue and expense statements for the 
operating departments and maintains, 
on behalf of all departments, a variety 
of cumulative records systems each 
conceived with one ultimate objective in 
mind: the cost-effective delivery of 
public services. 


A key function within the Region’s 
Finance Department is the annual 
preparation of a report of the 
Regional Municipality’s previous 
year’s financial activities and its 
standing to Regional Council, the 
Government of Ontario, the banks, 
investment houses and the general 
public; 


Corporate 
reporting 


also provides information concern- 
ing financial matters, updated 
monthly, to the region’s operating 
departments, boards and commis- 
sions. 


(Continued facing page) 
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Corporate reporting from facing page 


press which has, in every year, 
based feature stories and other 
coverage on its content. 

Moreover, the Region publishes 
each year, at its expense in the major 
local newspapers, the Annual 
Financial Statement. 


KEEPING 
THE OPERATING 
DEPARTMENTS 
‘ON BUDGET’ 

Another activity of the Corporate 
Reporting function is the monthly 
reporting of financially related 


information about their service 
programs to the Region’s depart- 
board of health, police 


ments, 


Unlike the almost constant 
flow of a stable river, the cash 
flow of corporations — even the 
most stable of corporations — 
is seldom constant. That’s why, 


when the flow is slow, 
corporations must borrow to 
finance day-to-day (current) 
operations. In the private 
sector, a new business might 
pledge purchase orders and 
invoices to secure an 
immediate flow of cash to meet 
short-term obligations while a 
large corporation might 
borrow, for similar purposes, 
on the strength of its 
established credit rating. 
Public sector corporations, like 
any large private sector cor- 
porations, also have to borrow 


REPORTING IS ONLY THE APEX 
OF THIS GROUP’S MOUNTAIN 
OF FINANCIAL ACTIVITY 


If the expression Corporate Reporting creates an image of 
people spending all of their time with pen in hand or typewriter 
at finger tips madly composing wordy reports of impressive 
magnitude, think again. In order to carry out their prime 
responsibility, the Corporate Reporting staffers are involved in 
all sorts of financial activities: the monthly reconciliation 
of 10 bank accounts against which all payroll and accounts 
payable cheques have been issued (to provide double-check 
internal control, the cancelled pay-roll or accounts payable 
cheques are returned by the bank to Corporate Reporting — 
not to the payroll or accounts payable sections); provides 
financial and accounting services to Peel’s Non-Profit Housing 
Corporation including monthly and annual reporting; liases 
with the external auditor (see The Auditors elsewhere in this 
issue) providing financial statements for their audit; manages 
all debt after it has been issued; maintains all debt registers 
recording transfers and registrations of bonds, annual 
repayments of interest and principal (see Cash Management 
this issue) and files information with the Ontario Municipal 
Board which sets the limits on municipal debt issues and 

monitors them; develops or redevelops financial recording and 
computer systems to improve Regional Financial Reporting; 
and advises or assists program service managers on 
the capabilities and effective application of financial systems. 


commission and non-profit housing 
administration. Directly concerned 
with financial control, providing 
information without which depart- 
heads, directors and supervisors 
could not effectively monitor and 
control their service programs, 
monthly reporting for financial 
control purposes is one that is 
growing in importance and 
authority every year. In due course, 
as each year the Budget strives to 
improve levels-of-service measure- 
ment guidelines, as well as its 
estimates of cost, so will monthly 
reporting reflect service-program 
progress as well as expenditures to 
date. 


money from time to time on the 
strengths of their established 
credit ratings. 


But the inconstancy of the 
cash flow to corporations, 
private and public, does not 
always lead to a need to borrow 
money. Frequently, funds flow 
in faster than is necessary to 
finance the short-term needs of 
the corporation thereby 
creating opportunities to 
invest the surpluses and offset, 
in some degree, the costs of 
borrowing. The variations in 
the corporation receiving its 
monies and making its 
payments lead, within each 
corporation large or small, to 
the development of a 


Cash management and 
investment program 


Within the Region of Peel, the 
cash management and _ invest- 
ment program is handled by the 
Financial Planning and Report- 
ing Division of the Finance 
Department. This Division, 
specifically a small group within 
it, monitors the flow of cash into 
Regional coffers from taxes, 
provincial grants, lot levies 
service fees, water/sewer billings 
and large debenture issues for 
capital projects. It also monitors 
the Region’s expenses for items 
such as salaries, materials, debt 
charges and major payments to 


contractors 
projects. 
The Region’s income and 
expenditure exceeded 100 
million dollars each way in 1980. 
Because much of the inflow — 
particularly major receipts such 
as provincial grants and regional 
levies on assessment taxation plus 
debenture proceeds that will not 
be fully disbursed until capital 
construction progress payments 
claim the total — is not evenly 
spread out during the year, there 
is a need to borrow funds on 
occasion and yet, at other times, 


building capital 
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there are surplus funds available 
for investment. 

Each year, the cash manage- 
ment and investment program 
section prepares a one-year 
budget forecast of the investment- 
income interest and expenses 
against which the actual 
investment program’s activity is 
measured. Once monthly, the 
section prepares a report to the 
Regional Treasurer and 
Commissioner of Finance which 
summarizes investment activities 
during the month and sets out the 
month’s-end position of the 
Region’s portfolio. 

In very general terms Cash 
Management's tasks include the 
arrangements of all borrowings 
and investments, the safekeeping 
of all securities in general and the 
Sinking Fund Portfolio* in 
particular; the timely purchase of 
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U.S. funds to meet the debenture 
debts incurred there; and the 
preparation of reports for annual 
Sinking Fund Committee 
meetings. 


The Investment Program’s 
objectives include the safe- 
guarding of principal; the 
meeting of all Regional financing 
obligations; the minimization of 
short-term interest charges; and 
the provision of a reasonable 
return on invested funds. 


*The Sinking Fund is main- 
tained to repay debenture 
commitments. For example, if a 
$10,000,000 debenture is issued to 
be repaid in 10 years, funds from 
the Current Budget are transfer- 
red each year to a sinking fund 
where they will accumulate until 
the full capital amount of the debt 
is discharged on schedule. 


How the assessment tax 

dollar becomes part of 

the Region’s investment 
portfolio 


e Property owners pay their 
municipal taxes to the area 
municipality — Caledon, 
Brampton or Mississauga — in 
which the property is located 
(or to the municipality through 
their mortgage holder). 

e Part of the tax bill is retained 
by the municipality to cover its 
costs and part is paid to the 
school boards to cover their 
costs. The remaining portion is 
set aside to be transferred to 
the Region, in bulk, for its 
services-delivery purposes. 

e The tax payments collected on 
behalf of the Region are 
transferred six times during 
the year — usually between 
March and September. 


e During the ‘dry’ months (Jan. - 
Mar.), before the tax payments 
have been received, the Region 
must borrow temporarily to 
cover the costs of its day-to-day 
operations: payroll, materials 
and supplies, long-term debt 
commitments and so on. 


e The Region borrows money 
from several sources: (1) from 
the bank by using its credit line 
(overdraft privileges) and (2) 
from the money market, 
through investment dealers. If 
from the money market, the 
Region issues a promissory note 
which promises to pay a certain 
amount of money at a specified 
date. The amount would 
include interest at a negotiated 
rate. (Note: Because the Region 
is considered by market 
analysts to have a high level of 
credit worthiness, it is granted 


lower-than-average interest 
percentages.) 


e After its share of assessment 
tax has been received from the 
area municipalities, from April 
to June, the Region might have 
money left over after it has 
discharged its current liabil- 
ities: bills, overdrafts and 
promissory notes. 

e if there is a surplus, the 
Investment Analyst must 
determine for how long the 


surplus would remain on tap 
(unused but available). To 


arrive at an accurate conclu- 
sion, he must analyze the 
Region’s cash-flow require- 
ments and forecast the 
payments the Region will need 
to make over the next few 
months to meet its commit- 
ments. 

e Upon reaching his carefully 
considered conclusions the 
Analyst decides how much 
money will be invested for how 
long a period. This activity is 
termed cash planning or cash 
forecasting. 

e The surplus is then invested 
with the bank, or more often, 
through money-market dealers. 
The securities which the 
Region usually invests in via 
the money market include 
chartered banks banker’s 
acceptances, chartered banks 
bearer discount notes, Canada 
Treasury Bills (which finance 
the federal deficit), Provincial 
Treasury Bills, Municipal 
Promissory Notes, and the 
Certified Term Deposits of 
Banks and Trust Companies. 


See also THE DEBENTURE next page 


THE PROSPECTUS 


A prospectus is both a legal 
document and a sales tool. It 
contains a full disclosure of all 
pertinent facts related to the 
offering of a security (debenture) 
including a general description of 
the functions for which the Region 
is responsible, and details 
concerning its constituent 
municipalities and the two School 
Boards. Financial statements for 
current and capital operations are 
a major feature as are taxation 
data and the five-year capital 
budget, and contingent liabilities 
and commitments. 

Prepared by the Region’s 


Financial Planning and Reporting 
Division, prospectuses are 
documents designed to present the 
Region’s financial stability. Fiscal 
agents provide them to prospective 
investors who can, thereby, form 
intelligent investment decisions. 


For a U.S. public issue the 
Region must file a preliminary 
and a final prospectus with The 
Securities Exchange Commission 
in the U.S.A. who review the 
documents to ensure the fullest 


disclosure of all relevant 
information so that potential 
investors are not misled. 


In order to raise money to pay 
for needed high-cost projects — 
referred to in budget documents 
as CAPITAL projects — the 
Region borrows with the help of 
investment dealers. This debt is 
paid back over a specific number 
of years — from 5 to 20 years. To 
provide the lender with proof of 
its obligation to repay the amount 
borrowed, plus interest at a 
specified rate, the Region issues a 
security called a debenture. 


THE 
DEBENTURE 


is a legal instrument, similar to a 
promissory note, which certifies 
that the issuer — the Regional 
Municipality of Peel — promises 
to pay certain amounts of money 
at specific times in the future. 
Unlike a mortgage the debenture 
is not secured by pledging 
property or other hard assets. 


Who issues them in Peel? 

Under provincial legislation, only 
a Regional Council may authorize 
the issuance of debentures for any 
Regional or Area Municipality 
capital purpose. It follows then that 
Peel Region not only borrows for its 
own capital purposes, it also 
borrows on behalf of its constituent 
municipalities — Caledon, 
Brampton and Mississauga — for 
their capital purposes. As well, it 
borrows for School Board capital 
purposes. 


Why one issuer, not several 2 


Its a matter of economics, 
efficiency and effectiveness. This is 
one instance where BIG is GOOD. 
Singly, large debentures take little 
more time to prepare and issue than 
small ones do. Indeed, to organize 
separate debenture issues for the 
four municipal governments and 
the two school boards in Peel would 
require about six times as much 
effort on behalf of the same body of 
taxpayers. Moreover, the central- 
ization of this function eliminates 
duplication of skills and effort; it 
also eliminates investor confusion, 
and resulting uncertainty 
concerning choice, which also 
lowers the interest cost of the loan. 


For what purpose are 


debentures issued? 

The Region provides or finances 
those kinds of services to its 
residents that are more economical- 
ly or more effectively delivered on a 
regional rather than local scale: 
water supply, waste disposal, traffic 
control, police services, health 
protection, and social services, for 
example. 

In so doing the Regional 
Government must undertake or 
underwrite the construction of 
many enduring projects — usually 
costly — which are known as capital 
projects. Road construction, but not 
normal road maintenance, is a 
capital project and so are the 
construction of watermain and 
sewer systems, children’s daycare 
centres, homes for the aged (which 
could include major renovations to 
existing buildings). Land 
acquisition for building sites, rights 
of way and waste disposal purposes 
are also capital projects to be 
financed over extensive periods of 
time. 

To finance these projects the 
Region issues debentures calculated 
to spread the costs of the projects 
over the number of years the 
constructed assets are expected to 
last but with a 20 year maximum. 
The Region recovers the cost of 
paying the annual debenture debt 
charges through its levy on the area 
municipalities which in turn tax the 
property owners, businesses and 
residents in their areas. 
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Why not ‘pay as you go’? 

If major projects were not 
debentured but were fully paid for 
instead, as they were built, from the 
Current Budget, municipal tax 
levels would vary significantly from 
year to year because more projects 
are undertaken in some years than 
in others. Ratepayers would never 
know what tax surprises the next 
year, or the year following, might 
spring on them. Moreover, it seems 
fair to spread the cost of a major 
service over its lifetime usefulness, 
so that all users — long-term and 
short-term residents — pay only for 
the service available to them during 
their period of residence. 


How are debentures issued? 

Some are issued by competitive 
tender, that is, advertised in 
financial media as being available 
for investment; but in Peel they are 
issued through fiscal agents at a 
negotiated price. The Region 
prefers the latter means because it is 
simply easier and faster to deal with 
agents whose performance records 
are known to the Region and whose 
knowledge of market conditions is 
always current. Moreover, the 
investment dealers (or dealer 
syndicates) will assume full liability 
for a given issue — purchasing the 
securities for resale. 


THE MUNICIPAL 
DEBENTURE 
ISSUING PROCEDURE 


All capital projects to be financed 
by long-term borrowing require the 
approval of the Ontario Municipal 
Board (OMB). The debenture issue 
to cover the cost cannot exceed the 
amount approved by OMB. In 
general, the maximum repayment 
term is 20 years. An outline of the 
procedure follows: 

(1) Regional Council passes a by- 
law which outlines the 
purpose(s) for which capital 
money is required, the amount 
and the terms of issue. 

(2) A prospectus (circular 
describing the purposes and 
other details of the debenture) is 
prepared for fiscal agents and 
the ultimate lenders (see p. 5). 


(3) Negotiations proceed with fiscal 
agents on type of debenture (see 
below), price and terms. 

(4) Required legal documents are 
prepared. 

(5) Once final agreement with 
fiscal agents has been reached 
and the required legal 
documentation has been 
completed, the debenture 
certificates are readied for 
delivery to meet a set closing 
date. 

(6) On the closing date, cheques are 
issued to all participants (one or 
all of the four municipalities and 
two school boards) for their net 
share of the issue’s proceeds. 


T’ain’t all that simple though! 

Give or take a day or two, it 
usually takes 49 working days to 
prepare the way for a typical 
debenture issue. 


Here is a step-by-step countdown. 


Days to go: 
Start Finish 
1) Decision for debenture 


issue -49 -49 
2) Group discussion -48 -48 
3) Preliminary amount of 

issue -47 -39 
4) Preparation for 

prospectus -46 -28 
5) Establishment of 

Underwriting Synd. -44 -28 
6) Purchase of services -36 -36 
7) Prospectus text — Ist 

draft -36 -29 
8) Preparation of legal 

documents -28 -21 
9) Prospectus tables — Ist 

draft -27 -20 


10) Amount of issue — final -25 -14 
11) Finalize preliminary 


prospectus -14 -7 
12) Printing of preliminary 

prospectus -7 -4 
13) Pricing meeting -4 -4 
14) Printing and delivery of 

final prospectus -4 0 
15) Finalize legal 

documents +1 +15 
16) Printing of debenture 

text tall aP ff 
17) Debenture registration + 8 +19 
18) Closing date +20 +20 
19) Other — clean up +20 +30 

THE KINDS 


OF DEBENTURES 


The Region of Peel issues two 
kinds of debentures. One is 
commonly termed a SERIAL 
debenture, the other a SINKING 
FUND debenture. Serial deben- 
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tures are instalment debentures of 
which a part matures and is paid 
every year. Sinking fund 
debentures are due and payable in 
whole at maturity date. To ensure 
that it will be able to repay the full 
amount on the date of maturity — 
possibly 10 to 20 years from date of 
issue — the Region is required by 
law to invest a specific annual 
amount (from its current budget) 
which, together with earned 
interest (calculated at a statutory 
rate of 5% p.a.) will retire the debt at 
maturity. 


Who purchases the 
Region’s debenture issues? 


Insurance companies, pension 
funds, trust companies, banks, 
corporations (private and public), 
Peel’s own Sinking Fund and 
private individuals. 


How can I invest 
m my community? 


Contact an investment house and 
advise a representative there that 
you would like to invest in a Region 
of Peel debenture. He may know of 
someone who may wish tosell all ora 
portion of their holdings of Peel 
bonds. Or he may be able to advise 
you when a new issue is expected. 
The minimum purchase is usually 
$1,000. 


The role of the 
Ontario Municipal 
Board (OMB) in 
municipal financing 


What is the OMB? 

The OMB is a statutory board or 
statutory tribunal exercising a wide 
variety of powers with respect to 
municipalities. The Board is 
established and exists under 
authority of The Ontario Municipal 
Board Act, R.S.O. 1970 Chapter 323. 
Much of its jurisdiction is created 
and vested by the statute itself, but 
additional authority has been given 
the Board by other statutes, notably 


(Continued on facing page) 


CAPITAL 
BUDGET PROJECTS 


Capital projects are 
usually construction projects 
of enduring and costly 
nature. Road construction Is 
a CAPITAL budget project. 
Road maintenance is a 
CURRENT budget service. 
The construction of a police 
building (the new Peel 
Regional Police Building on 
Highway 10 south of 
Brampton is shown here 
under construction) is a 
capital project but its day-to- 
day maintenance costs will 
come each year from the 
annual current budget (see 
The Budget — page two). 

Land acquisitions for 
building sites or for waste 
disposal or other purposes 
are also costly projects, the 
capital costs of which must 
be financed over several 
years. 
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The role of the OMB from facing page 


The Municipal Act, The Planning 
Act, The Schools Act, The Highway 
Improvement Act and The 
Assessment Act. 


What is the role of the OMB? 


The Province supervises the 
capital expenditure of the 
municipalities through the Ontario 
Municipal Board. 

Every year the Region and each 
Area Municipality submits its five- 
year capital budget and forecast to 
the OMB. 

The School Boards submit their 
two-year capital budgets for 
approval by the Ministry of 
Education and the OMB. 

The OMB reviews the capital 
budgets with respect to the total 
debt burden of the Region including 
funded and unfunded debt of the 
Region, the Area Municipalities and 


Upon OMB approval of its capital 
program, the Regional or Area 
Municipality Council may authorize 
construction to proceed on the 
projects specified in the program. 
The School Boards require, first, the 
approval of the Ministry of 
Education because part of their 
capital financing is derived from 
Provincial capital grants. 

When the OMB is satisfied that 
the capital program is within the 
financial capacity of the 
municipality the Board will grant 
its approval to incur debt. 


The basic guideline employed by 
the OMB is that not more than 20% 
(25% for larger municipalities) of 
what the municipality spends 
should go to the repayment of debts. 
This is similar to a homeowner 
deciding how much of his income 


the School Boards. should go to mortgage payments. 


Establishing a good 
credit rating 


Large corporate entities, like individuals, have to establish an 
acceptable credit rating if they wish to float loans successfully or 
purchase on credit. Just as the VISA credit ratings for individuals 
vary by cut-off-amounts from, say, $500 to $2500 so do the credit 
lines of corporations — private or public. Furthermore, the credit 
rating of a corporation can affect the level of interest rate it will be 
charged for the loan and, also, the term length of the loan. 

Thus, a corporation that has established a good rating can enjoy 
the financial and the business-developing benefits of lower-than- 
average loan costs and, should they be desirable, extended time- 
payment periods. 

To establish credit ratings that will be recognized by national and 
international money markets there exists in the international 
business world investor-services firms which establish, for a fee, the 
credit worthiness of private and public corporations. 

The two rating firms best known to the international business 
communities in North America are Standard and Poor’s 
Corporation, and Moody’s Investor Services. 

The highest rating assigned by either firm to a debt obligation is 
triple A. This rating indicates the borrower’s extremely strong 
capacity to repay interest and principal. 

The Government of Canada, the Province of Ontario and the 
Province of Alberta enjoy triple A ratings, specifically: AAA/Aaa. 
Newfoundland is Baa/A, a qualified rating. 

The rating on the Region of Peel’s United States debenture 
issues, almost on a par with Ontario’s, is AA+/Aaa. Few other 
municipal governments anywhere can boast this sharp 
reflection of financial integrity, economic health and 
administrative prudence. Windor, Ontario, for example, is rated 
BBB. 

Broadly speaking the categories examined by the rating firms 
(the evaluation is actually performed by professional finance and 
political science analysts), are: the system of government; 
geography and demography; economy; and finance. Example: 


THE LOCAL ECONOMY 


Here, briefly, are the economic factors that are carefully 
analyzed as they have historically developed over periods of three to 
ten years: DIVERSITY (breakdown of output by sectors, major 
categories of employment, major corporations and numbers . 
employed); STABILITY (labour force numbers — 10 year trend, 
employment rates trend, percentage of adult population in labour 
force, wage rates, capital investment by sectoral distribution and 
growth patterns, number of building permits issued and their 
dollar value, recent plant openings, major industrial projects, 
growth in banking transactions, and retail sales data): WEALTH 
INDICATORS (income distribution, average family income, per 
capita personal income, age composition of housing stock, median 
home values, percentage of homes owner occupied). 


REGIONAL REFLECTIONS 


PUBLISHED BY THE REGION OF PEEL 
10 PEEL CENTRE DRIVE, BRAMPTON 
EDITOR: KENNETH L. BROWN 


This edition of Regional Reflections 
highlights the Regional 
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CURRENT BUDGET SERVICES 
From top to bottom the photos above depict a social worker interviewing a 
single parent in temporary need of social assistance; one of Peel’s nine 
daycare centres where the pre-school children of working parents are cared 
for, taught and fed during working hours; and the staff of an administrative 
division (Utility Services) of the Finance Department. 

The salaries of social workers, daycare attendants, finance personnel, and 
all other employees in the Regional Government, including police officers and 
public health staff, are Current Budget costs. Such costs are completely 
covered each year by current income (see The Budget — page two). 

The Current Budget, financed mainly by income from the Region’s share of 
assessment taxation, utility billings and provincial subsidies, provides the 
dollars required to pay for the day-to-day operations of the Regional 
Government and the services it has contracted to deliver for the benefit of the 
residents within its jurisdictional boundaries. These services include police 
protection, health protection, regional roads maintenance, traffic controls 
installation and maintenance, sanitary disposal of garbage, sewage collection 
for treatment and disposal, high-quality water supply, land-use planning and 
control, care of the elderly, pre-school children’s daycare, transportation for 
the handicapped, and other social services. (See more photographs of services 
on next two pages.) 
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financial philosophy and the Finance 
Department’s responsibilities and 
functions. The articles were written by, or 
were based on detailed information 
supplied by the Finance Department 
management personnel whose names 
appear at left. 

The editor is pleased to express his 
gratitude for the keen interest 
demonstrated by this management team, 
and respectfully acknowledges their 
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The editor is particularly grateful to the 
Region’s Finance Commissioner and 
Treasurer, Peter Marshall, who authored 
the lead article and generally assisted with 
manuscript editing and page proofing. 


Organizational and proofreading 
assistance was also provided by Helen 
MacRae, Clerk’s Department. Ms. 
MacRae’s name appears on the masthead 
in this issue as Associate Editor. 
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‘The thrust of the Region’s budget deliberations over the past few years he 
Region and its people. In essence the budget 1s a contract that says, “in ea 


deliver this set of services at these levels.” ’ (rom 4 sta’ 


The major responsibilities of the Regional Corporation 
include: the planning and general development of its 

, area; arranging for the financing of its own needs, those 
of the local municipalities in the region and the two 
school boards; water supply; sewage and solid waste 
disposal; regional ‘through’ roads; traffic control; public 
health services; social and family services including 
care of the aged; and police protection. 


PLANNING 


The Planning Department’s functions constructively affect 
the operations of the services-delivering departments. 


Above: two planners note for the record, land scheduled for 
development. Water supply, sewer, and most other services 
will be affected and must be planned. 


PUBLIC WORKS 
The Department of Public Works provides the services 
that have a direct bearing on the liveability of Peel. These 
services include: the supply and distribution of potable 
water; the disposal of sewage and solid wastes; the 
construction and maintenance of arterial roads; and the 


provision of traffic-control systems. 


Above: a deter 
car for finge 
stresSeS good 
school childr 
playground. | 
traffic near an 


The two construction scenes above depict three major regional responsibilities: the provision and 
maintenance of arterial roads, the supply of water and the engineering of sanitary landfill sites for solid 
wastes disposal. At right, Public Works employees test a sewer near a landfill site for the possible 
accumulation of gas — a health and safety precaution. 
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ars has been to develop the budget as a two way commitment between the 
“on exchange for the money entrusted by the community, the Region will 


vom A STATEMENT OF PURPOSE by Finance Commissioner Peter Marshall... See page one) 


SOCIAL AND FAMILY SERVICES 


The objectives of the Social Services Department may be 
stated as follows: To stimulate within each person in need 
the ability to gain, regain, or maintain a sense of self- 
respect and personal worth; to encourage human 
resources toward self dependence; and to provide 
supportive assistance to those incapable of achieving 
personal or economic independence. 


Far left: a scene from the solarium at Peel Manor, one of Peel's 
two Homes for Seniors. Left: the hairdressing and crafts rooms 
in one of the Homes. Below, this handicapped person relies on 
Peel’s TRANSHELP for transportation. 


& 


PUBLIC HEALTH 


Protection, prevention, promotion 
and treatment — these are the Peel 
Health Unit’s categories of 
activities. They include immuniza- 
tion, home care, patient placement 
for continuing health care, 
environmental health services, 
dental health through education, 
and public health nursing services. 


Above: a dental health nurse 
demonstrates teeth-brushing tech- 
niques. Left: a public health nurse 
applies therapy treatment to a young 
patient in his home. Below: a public 
health inspector checks out a restaurant 
kitchen. 


fia a 


SOCIAL HOUSING 


The Social Housing Division of Social 
Services administers the policies of Peel 
Non-Profit Housing Corporation which 
constructs moderately priced accommoda- 
tion for seniors, handicapped persons and 
low and moderate income families. 


Left: Arcadia Glen, an 81-unit family-housing 
project. 


POLICE PROTECTION 
One of the finest forces of the finest in Canada, The Peel 
Regional Police Force reports, through its Board of 
Commissioners, but is financed by the Region. 


Above: a detective dusts a recovered stolen 
car f0r finger prints. Right: an officer 
stres8e8 good driving and safety habits to 
school children cyclists in their school 
playg'ound. Far right: an officer directs 
traffic near an urban-centred church 


| 
| 
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Within a chapter titled THE 
INTELLIGENT ENVIRONMENT 
under a segment sub-headed 
Enhancing The Brain, Alvin Toffler 
in his brilliant and provocative book, 
The Third Wave, says “Computers 
are not superhuman. They break 
down. They make errors — 
sometimes dangerous ones. There is 
nothing magical about Them, and 
They are assuredly not ‘spirits’ or 
‘souls’ in our environment. Yet with 
all these qualifications, They remain 
among the most amazing and 
unsettling of human achievements, 
for They enhance our mind-power ... 
and we do not know where our own 
minds will ultimately lead us.” 


The author goes on to explain how 
difficult it is for the human mind 
alone to solve complex problems — 
“For even the best human mind finds 
it difficult to entertain, let alone 
manipulate, more than a few 


variables at a time.” — and points 
out that seekers for solutions to 
complicated problems — “like why is 
a child delinquent, or why inflation 
ravages an economy ... tend to focus 
on two or three factors and to ignore 
many others that may, singularly or 
collectively, be far more important.” 

Giving examples he states: “Faced 
with the staggering problems of 
urban decay, the Housing Expert 
traces it to congestion and a declining 
housing stock; the Transportation 
Expert points to the lack of mass 
transit; the Welfare Expert shows the 
inadequacy of budgets for daycare 
centres or social work; the Crime 
Expert points a finger at the 
infrequency of police patrols...” and 
so on. “Everyone high-mindedly 
agrees that all the problems are 
somehow interconnected ... But no one 
can keep the many complexities in 
mind while trying to think through a 
solution to the problem.” 


piles 


"Nothing serious - just an itchy back. 
Producing computer 


systems systematically 


The Regional Municipality of Peel, handling each day ten thousand 
and more arithmetical calculations and mathematical extensions 
concerned with financial accounting and the planning for and delivery 
of hard and soft municipal services — from the maintenance of regional 
roads, the installation of traffic-control devices, the sanitary disposal of 


wastes, to children’s daycare, social assistance, and care of the aged, 


has long recognized a need to computerize all its current activities, 
knowhow and general knowledge as factors relating to current levels of 


interrelated services and their cost. 


Responding to the need, the Region has created within its Department 
of Finance a Systems and Computing services function which develops 


an Annual Systems Plan. 


Simply explained, Finance’s ASP 
organizes the development of new 
computer systems, or required 
revisions to existing ones, for all 
departments which, having 
identified their needs, “take their 
place in the queue”. To many of the 
functional divisions within the 
departments, anxious to maximize 
the effectiveness of their operations, 
ASP has become a plea — As Soon as 
Possible, please. 


EVOLUTIONARY 
NOT REVOLUTIONARY 


Obviously, since the development 
of computer systems is a compli- 
eated business (it may take two 
months or two years or even longer 
to develop asystem, depending on its 
purpose and complexity), not all of 
the demands for programming 
services can be met quickly with 
current levels of equipment and 
staff. 

To ensure that the needs with the 


highest priority and the greatest 
payback, in terms of cost savings 
and/or increased levels of services 
delivery, are met quickly, the ASP 
helps to establish the order of 
priority within the ‘queue’. 

Senior Systems Analysts roughly 
analyze the cost and time to 
program a requested project. Senior 
management considers this 
analysis, together with the benefits 
anticipated by the requesting 
department, assigns the project a 
priority rating and accordingly 
incorporates the overall recom- 
mended program in the Current 
budget for Council decisions. 

Also ensuring that similar or 
interrelated needs for systems from 
different departments are not 
addressed in isolation, ASP tailors 
to the capacity of existing and 
proposed hardware, and provides 
sets of objectives against which the 
effectiveness of newly created or 
revised programs can be measured. 
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A STAFF OF ELEVEN FORMS 
THE SYSTEMS GROUP 

The complement of eleven people, 
including management, develops 
about 80% of all the computer 
systems for the Region. The 
remaining 20% is provided by 
contracted outside consultants and 
programmers. The group includes 
Systems Analysts who develop the 
original concepts, Programmers 
and Programmer-Analysts who, 
supported by specialists in forms 
design and procedures writing, 
translate the concept into the 
specific instructions for the 
computer. 

Once the system has become 
operable, data-control and data- 
entry staffers convert written 
documents into machine-readable 
form. 

Because the development, 
programming and operation of 
computer systems require special 
knowledge and training, these 
functions have been centralized 
(within the Finance Department) 
rather than departmentalized. 
Moreover, centralization assures a 
co-ordination in systems develop- 
ment that would otherwise be 
difficult to attain if not impossible. 
Possibly, in the course of time, this 
principle of centralized co- 
ordination, or interconnection, may 
allow the seekers of answers to 
complicated questions to focus on all 
the factors, some beyond their fields 
of expertise, which will better 
enable them to arrive at balanced, 
rather than biased, solutions to 
many problems. 

To develop asystem, the computer 
group’s management discusses the 
requesting department’s applica- 
tion and arrives at a clear 
understanding of its need. After 
ensuring that the department’s need 
can best be met by a computer 
system, the systems analysts 
develop an overall design which is 
improved with increasing levels of 
detail until it can meet its objectives 
and be translated into specific 


instructions for the machine. These 
instructions (complete sets of which 
are called programs) are tested 
individually, and as a group, to 
check their capability which must 
produce accurate answers for all 
possible kinds of questions. 

It should be noted here that 
although the centralized computer 
group provides the systems- 
developing and programming skill, 
it is the departments, or their 
functional divisions, which provide 
the information for the systems. 
Thus, it is the Planning Depart- 
ment’s responsibility to periodically 
or continually provide new data for 
their population-data analysis 
system, as it is the responsibility of 
the Finance Department to input 
information for its payroll, 
accounting and utilities computer 
systems. Similarly, other depart- 
ments or their divisions input 
relevant information. 

The Region does not own its own 
major computer (it owns a mini- 
computer for specialized applica- 
tions), preferring to purchase its 

computing power from a service 
bureau. Its computer systems plan 
has proved remarkably successful, 
nonetheless. Part of the reason was 
the decision to direct available 
manpower time and energy toward 
the development of software 

(systems) rather than toward the 

acquisition, support and operation 

of hardware (machines). With the 

Annual Systems Plan, the systems 

design and operational staff, given 

specific goals for the year, work 
toward their achievement. Super- 
visory management knows what 
systems are in what stages of 
development while senior manage- 
ment and Council, advised by 
periodical progress reports, are 
assured that the priorities they have 
set have been, or are being met. In 
the Region of Peel, the cost- 
effectiveness of services are 
improving from use of what is today 
still a searce resource and, to many, 
a mysterious one. 


COURSES IN COMPUTER CONCEPTS AND PROGRAMMING 
ARE AVAILABLE AT COMMUNITY COLLEGES 
AND UNIVERSITIES 


In its hiring of systems 
development and programming 
personnel, the Region gives 
preference to university training or 
a sound business background in 


conjunction with a broad computer 
training base. Nonetheless, the 
Region recognizes the need for 
internal training programs through 
which people have successfully 


expanded their skills. 


No, this is not a computer terminal even though It looks like one. It is a typewriting 
computer designed to “process” words quickly and accurately. The Word Processing 
Division of the Clerk’s Department creates and reproduces typed agendas for Council, 
and many other kinds of documents, with a quality of type and format comparable to 
professional typesetting and printing. 
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Taking its measure 


2“ 


Good clear water 


It costs. But not very much; 


in Peel, about one tenth of one cent a gallon 


A paper manufacturing company, located in Mississauga, is 
Peel Region’s largest user of water. Every month of the year this 
manufacturer meets a combined water and sanitary sewer 
charge ranging between $80-$90,000. The sewer charge is 
responsible for about 50% of the billing which, in the past year, has 


exceeded one million dollars. 


Even in Canadian currency $1,000,000 appears, off hand, to bea 
huge sum to pay for a commodity so taken for granted by most 
people. They rarely consider it to be a saleable or purchaseable 
one. Would you ask money for, or offer to pay for, a bucket of 
water to quench a steaming automobile’s thirst? But then the 
paper company — a respected corporate citizen of Peel — 
annually consumes half a billion gallons of water, nearly 4% of 
Peel’s total supply and more than enough to fill some 40,000 fair- 


sized backyard swimming pools. 


The balance of Peel’s water supply 
is consumed by 90,000 households 
(this figure, escalating daily as the 
urban centres in the Region 
continue their rapid pace of growth, 
includes apartment buildings) and 
6,000 industrial/eommercial users 
of which number 894 are classed as 
high consumers. A carpet 
manufactory, although it uses only 
one percent of the supply, is the 
second-largest consumer. This 
Brampton-located company pays a 
monthly water and sewer service 
charge of $20,000. 

Household consumption varies 
considerably depending on the size 
of resident families, lawns, 
swimming pools and other factors 
including, quite probably, the leak- 

prevention condition of faucets and 
other flow-control devices. Within a 
residential neighbourhood, the 
annual household gallonage can 
range from 12,000 to 120,000 for a 
cost including sewer charges, of 
$26.03 to $260.34. 


WATER AND SEWER 
SERVICE COST 
COMPONENTS 


Costs for the supply of water and 
sewer services are incurred by the 
province’s Ministry of the 
Environment which is responsible 
for the purification of the water and 
the sanitary disposal of the sewage, 
the Region’s own operating costs, 
and the repayment of debt for the 
construction of water and sewer 
facilities. 

The Ministry of the Environ- 
ment’s operating costs for water 
purification plants, sewage 
treatment plants, and trunk supply 
and pumping systems are passed on 
to the Regional Municipality. They 
cover salaries, chemicals, energy 
costs, other materials and supplies, 
and debt repayment for debt 

incurred by the Ministry prior to 
1976 on behalf of Peel. 

A second component of the 
Operational cost to the Region 
encompasses the wells, water 
distribution system, sewage 
collection system and the Bolton 
Sewage Treatment Plant for the 
rural Town of Caledon. These 
Operating costs include salaries, 
chemicals, other materials and 
Supplies, and energy. 

Householders who resided in the 
Region, then the County of Peel, 
prior to 1974, the year regional 
government was established here, 
will remember that the charges for 
water services to consumers were 
based on their individual 
household’s or business plant’s 
meter readings as they are today. 

They might also remember, though, 
that the costs of sewer service were 


recovered through the property tax 
system. Indeed, regardless of the 
amount of usage, each householder 
or plant owner paid sewer-service 
costs based on their assessed-for- 
tax-purposes property values. 


The Public Utilities Act of the 


Province of Ontario confers 
the responsibility for recover- 
ing the costs of operating a 
utility on the Municipal Cor- 
poration. The system for 
doing so is chosen by the 
Corporation. 


Administering 
utility finance 


When the Regional Municipality 
was given the costs-recovery 
responsibility for these utilities, its 
financial administrators soon 
discovered that the property-tax 
cost-recovery system for sewer 
services was inequitable. Large 
water consumers with low property 
tax assessments were paying a low 
sewer service rate compared to 
lesser water users whose higher 
property tax assessments resulted 
in larger charges for sewer services. 

In 1976, the Regional Munici- 
pality introduced a charge-for-use 
cost-recovery concept. Considering 
that most of the water consumption 
would eventually find its way into 
the sanitary sewer system, the 
sewer-service charge was tied to the 
amount of water consumed. 


APPEAL COMMITTEE 
ESTABLISHED 


At the same time a Sewer Appeal 

Committee was established to hear 
and render decisions on cases where 
consumers felt they should not have 
to pay the sewer charge. Only two 
situations were set out as possible 
grounds for exemption from the 
sewer charge: 
1. Non-Accessibility: Any 
regional consumer who has access to 
a regional sewer but elects not to 
connect to it is still liable for a 
nominal flat-rate sewer charge 
unless it can be established that it is 
not practicable for them to connect. 
2. Flow Differential: Some 
industries use water as a product 
ingredient. In these situations only 
part of their actual water 
consumption returns to the sanitary 
sewers. These types of appeals must 
be substantiated by an independent 
Engineer’s Report showing how 
much water is returned to the 
sewers. 
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One of 18 video display terminals in the Utility Finance 
Division which provide access to data stored in the 
computer’s memory. 


In the ‘good old days’, any organization handling some 
100,000 quarterly accounts — more than 1600 every working 
day — would require a small army of clerks and typists. Today, 
most of the hard work related to the checking, debiting, 
collecting and crediting of the utility accounts is handled by 


THE REGION’S 
UTILITY FINANCE 
COMPUTER SYSTEM 


through which 396,703 payments were processed during 1980 
for an average of 88,156 payments per operator. Developed 
primarily by finance department staff in 1977, the system has 
proved to be so labour efficient, time effective and accurate it 
has served as a model for other municipalities seeking more 
effective means to handle their growing numbers of accounts. 
Peel’s computer system has proved its lightning-fast usefulness 
in many ways. For example, it enables customer service clerks 
to respond almost immediately to telephone inquiries or 
complaints about utility accounts; instead of seeking and 
searching bulky files, the clerk merely taps a few appropriate 
keys on a computer terminal and information about an account 
in question is flashed on a television-like screen. 

There are 18 video display terminals in the Utility Finance 
area which provide access to the data stored in the computer's 
memory. As well, these ‘on-line’ terminals enable staff to 
update the stored data by feeding new information to the 
computer via the terminal keyboards. 

When information is to be transmitted or recorded in large 
quantities, however, the computer's batch mode capability is 
reached through a large communications terminal in the 
Finance Department's data processing section. The data base 
contains about 120,000 actual and potential service locations 
(water/sewer consumers). Each is identified by an account 
number consisting of 7 digits plus a 1 digit customer number 
(which does not appear on the account). Example: 

21-3-436-7 

The first two digits identify the type of account and its 
general geographic location within the Region. Example: 21 
identifies a residential account in the Brampton area. 

The third digit identifies a meter reader route within the 
general geographic area. 

The next three digits provide a specific account number for 
an account on that route. 

The seventh is a check digit — an arithmetical function 
related to the first two ‘control’ digits. 

Lastly, the customer digit identifies the prior, present and, 
possibly, if a move is in the offing, the future customer. 

The detailed information which can be stored in the data 
base includes: 

Service location information: street address, dwelling type, 
number of bathrooms, swimming pool capacity. 

Meter information: size and type, installation date, serial 
number, remote reading device if any, specific location of 
meter or remote reader. 

Customer information: billing address if other than the 
service location, date customer moved in, date customer 
will move out (if a move has been scheduled), telephone 
number, names of prior, current and future customers. 
Consumption information: 16 individual meter reads and 
their dates are held in the system which can also say 
whether they were readings used to produce billings, the 
amount of consumption billed and the date the bill was 
produced. 

Also, for every current and prior customer, the system can 
present all the information that appeared on three previously 
rendered bills. 


PAGE 12 REGIONAL REFLECTIONS 


Administering Utility Finance from page 9 


FINE-TUNING THE SYSTEM 


In 1977 the Sewer Charge 
System was fine-tuned by the 
introduction of a sewer 
maximum and a reduction in the 
assessable consumption for 
residential consumers. It was 
established that the sewer rate 
would apply to 85% of the 
residential consumer's actual 
water consumption and that 
residential consumers would not 
be charged for more than 100,000 
gallons per year for sewers. It was 
felt that these two changes would 
compensate residential consumers 
for water that had been consumed 
but not returned to the sanitary 
sewer system (water lost to 
evaporation, for example, through 
lawn watering and swimming pool 
topping up). 

Another refinement came in 1979. 
In order to reduce the impact of 
high consumption in a single 
three-month billing period, 
summer consumption for 
example, residential consumers 
were not to be billed for more 
than 30,000 gallons of water 
consumed in any single billing 
period (three months). 

With respect to commercial 

consumers, the Region had 
established volume or step-down 
rates for both water and sewer 
consumption, thus providing lower 
rates for very high consumption. In 
1978, however, Council decided that 
the step-down rates, not being 
compatible with resource 
conservation, should be eliminated. 
In the past three years 60% of the 
lower step-down-rate was 
eliminated with the remaining 40% 
to be eliminated in two equal 
increments this year and next. 


COMPUTER CONTROL, 
ACCOUNTING AND 


BILLING 


The Region of Peel leans heavily 
on a computer-based control, 
accounting and billing system in 
order to handle, with a minimum of 
staff, close to 100,000 active 
water/sewer accounts (95,456 as of 
August, 1981). 

So successful has this system 
proved to be for Peel it has served as 
a model for other municipalities 
whose control/accounting/billing 
needs are not dissimilar. 

Peel’s computer data base 
contains about 120,000 actual and 
potential service locations, 
otherwise referred to as consumers. 

Programmed to know when each 
of the service locations should be 
billed, it generates “meters-to-be- 
read” information sheets for each 
meter route at programmed 
intervals in advance of the time 


required to read the meters on the 
route and feed (input) their reads to 
the system. 

On the billing day, if it has not 
been fed an actual meter reading 
because the service representative 
was unable to obtain it, the 
computer system will develop a 
reading based on the previous 
history of the account and will 
generate an estimated bill 
accordingly. 

The system has also been 
programmed to determine whether 
an account is past due. It willapply a 
penalty to the account and generate 
the appropriate reminder notices 
for mailing. The system will also 
generate notices to the utility 
administration concerning accounts 
that have gone far beyond the due 
date and are at a stage where firm 
action must be taken in order to 
collect them. 


HELPING THE 
COLLECTORS COLLECT 


The computer system can also 
generate reports of a kind that can 
constructively help staff check the 
ongoing effectiveness of the Region’s 
collection methods. One such report 
can identify the aging of 
outstanding accounts — how many 
accounts (and their total dollar 
value) are on record at each stage of 
the collection procedure: bills due; 
overdue within the standard penalty 
period; reminder notice generated; 
final notice generated; and turn-off 
notice generated. Before turn-off 
notices are processed, a field 
member of Utility Finance’s 
collection system attempts final 
collection of outstanding bills. Inthe 
past year the collector was forced to 
terminate fewer than 300 water 
services for non-payment — a 
remarkably low figure at 3 per 1000 
customers or 3 per 4000 billings. 


EVERY ATTEMPT !IS MADE 
TO BE FAIR WITH 
CONSUMERS IN ARREARS 


In some cases the collectors have 
discovered people in need of 
financial assistance and have made 
arrangements for a visit by the 
Region’s social services department. 
One such case — a deserted wife 
with small children, who had been 
sitting in a state of total confusion 
for days — brought to manage- 
ment’s attention, resulted in 
immediate assistance for this 
desperate family and smiles of 
emotional gratification among staff. 
The collectors take no pride in 
terminating water service, only in 
resolving the collection of the 
outstanding amount to the 
satisfaction of the consumer and in 
fairness to all ratepayers. 


SEWER CHARGES, IN PEEL, ARE 
CALCULATED AS A PERCENTAGE 
OF THE WATER CONSUMED 


To ensure that every water consuming unit in Peel, 
residential or industrial, pays a fair share of the costs to operate 
the Region’s sewage collection and disposal system, the charges 
for sewer service are calculated as a percentage of water 
consumption. The rate is 100% for industrial and commercial 
users because in most cases almost all of the water used by these 
establishments is eventually disposed of through the system. 
For residential consumers the rate is 85% — a lower rate 
reflecting the uses of the residential supply for purposes such as 
lawn watering, window washing and swimming pool topping 
up, which do not require sewer capacity. This ratio is not the 
perfect solution to the problem of preparing equitable billings 
to consumers whose non-sewer water consumption obviously 
varies in quantity but, all things considered, it has proved to be 
a cost-effective one. Others, more costly to administer, would 
adversely affect billings for everyone. Nonetheless, Regional 
Council has set a maximum for household sewer charges which 
are not to exceed the charge for 30,000 gallons consumption 


per quarter. 


FOURTH QUARTER, 1981 


Hundreds of kilometres of water conduits and sewers, buried deep below frost 
levels, traverse the cities of Mississauga and Brampton in Peel. Just two 
decades ago, many of the residential areas in these two urban centres had to 
depend on not-very dependable septic drainage systems constructed in 
grounds adjacent to each dwelling. In Caledon,smaller water/sewer systems 


serve its built-up areas. 


CUSTOMER SERVICE 


With assistance from the 
computer, the Customer Service 
group of Utility Finance quickly 
responds to all inquiries and 
complaints from consumers. In so 
doing they monitor the system for 
actual and potential problems and 
order corrective actions. Working 
closely with the meter installation 
group, who identify stopped or 
malfunctioning meters, they render 
corrected bills where required. This 
section also maintains records of 
moves planned by customers, thus 
ensuring that final meter readings 
are recorded and final bills are sent 
to the vacating customers. 

During 1980 the Customer 
Service group dealt with 62,783 
telephone calls. The calls consisted 
of 14,220 inquiries from customers 
regarding their water sewer bills, 
15,867 calls from customers 
advising that they were moving and 
wanted a final bill, 1,640 calls from 
consumers who provided meter 
readings, and 26,194 calls from 
residents of the Region who were 
seeking other types of information. 
The calls relating to the water and 
sewer bills accounted for only 3.2% 
of the total number of bills rendered 
in 1980 — a statistic that suggests 
the majority of consumers are 
satisfied with their billings. The 
Customer Services group also 
responded to 2,287 written 
inquiries. 

WHEN THE PAYMENTS 
COME IN 

A cash receipting group is 
responsible for the receipt and 
processing of all water/sewer 
service payments. During 1980, 
396,703 payments were receipted to 
the computer. During the current 
year, 1981, the group expects to 
process 432,400 payments. 


NEW CUSTOMERS 


An operations support group 
gathers and inputs all information 
on new service locations and 
customers; monitors inactive, 
vacant and pre-active accounts, and 
controls subdivision connection fees. 
This group is currently monitoring 
some 12,000 locations waiting for 
meters to be installed or for new 
customers to move in. 


* * * 


Pity the poor 
meter reader 


He’s actually classified as a 
service representative but his main 
task, together with 11 others, is to 
record the readings at the more than 
95,000 meters installed in a myriad 
of buildings of various kinds, styles 
and ages, occupied by owners or 
tenants with dispositions varying in 
kind and style just as widely. Thus, 
the service representative’s job 
demands of him more than 
diligence, honesty and courtesy, for 
beyond those expected character- 
istics he must demonstrate 
steadfastness in the face of tooth- 
baring dogs, cautious homeowners, 
creepy crawl spaces and rodent in- 
fested storage areas. On one notable 
occasion a mother skunk 
demonstrated her objection to the 
meter reader’s close proximity to 
her brood as his flashlight sought a 
crawl-space-located meter. It is 
commonly held within the 
profession that the speed of his 
retreat would have settled the 
dispute between Sebastian Coe and 
Steve Ovett as to who is truly the 
fastest man in the world. 
Fortunately, although there are 
many such gripping tales to tell, our 
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Pity the poor meter reader from facing page 


hardy professionals are quick to 
admit that most homeowners are A- 
Okay. The vast majority are co- 
operative and most meters are 
routinely easy to read. 


FIFTEEN BILLION 
GALLONS RECORDED 


Peel’s team of 12 service 
representatives recorded the 
distribution of the more than 
15,000,000,000 gallons of water 
purchased by the Regional 
Municipality from the provincial 
government in the past year. Each 
year, the total measure of water 
consumption increases roughly 
proportionate to the expansion of 
residential neighbourhoods, 
shopping plazas, and business 
developments. 

As the municipality grows, so 
grows the need for more meters. 
During the next year a team of 12 
meter installers, who, like the meter 
readers, are members of the 
Finance Department’s Meter 
Service Operations group, will 
install about 6,000 meters of various 
capacities. 

The division’s 24 meter readers 
and installers and one specialist 
investigator are scheduled and 
supported by management 
supervisory and office personnel on 
the section’s streamlined staff 
complement of 30. 

The Region’s Utility Department, 
says the meter-service operations 
manager, “is in the business of 
providing good clean water to Peel’s 
households and business establish- 
ments. Individual supply is 
carefully measured by meters 
which help the Regional Municipal- 
ity to provide this essential service 
in cost-effective and cost-equitable 
ways.” 


SIXTY PERCENT OF ALL 
WATER METERS 
CAN BE READ 
OUTSIDE THE HOME 


Although all water meters are 
located indoors, simply because 
otherwise they would freeze during 
winter, 58,861 of nearly 100,000 
meters (August 1, 1981) can be read 
without any need to disrupt the 
household. This facility, which also 
eliminates the need for costly call 
backs should the folks not be at home 
when the service representative 
calls, is made possible by an 
electronic device called ARB (Auto 
Recording for Billing). All homes 
built in recent years are ARB 
equipped which means that their 
water meters have been wired for 
remote reading to an outlet on the 
exterior side of a wall near the 
meter. To record a reading, the 
service representative simply plugs 
in an electronic gun and, presto!, the 
job is done; the meter has been 
identified, date noted and 
consumption recorded: all the 
information required by the 
computer system at head office 
which subsequently imparts the 
information, and the charge, to the 
customer. 


CAN A FAULTY METER 
AFFECT A 
CONSUMER'S BILLING? 


During 1980 the Meter Service 
Operations Division of Utility 
Finance carried out 6,960 repairs to 
meters which included conversions 
of old to modern meters with ARB 
remote recording capacity. 
Although a large number of the 
repair orders resulted from the on- 
site observations of the service 


THE INEXHAUSTIBLE BUT LIMITED SUPPLY 


The water supplied by Peel to its two urban municipalities — 
the Cities of Brampton and Mississauga — comes from Lake 
Ontario. One of North America’s most modern filtration and 
treatment plants is located, underground, on the lakeshore in 
Mississauga. The plant is operated by the Province which sells 
water in bulk to the Region. Although the Lake can provide an 
inexhaustible supply of raw water, the supply of high quality 
potable water is limited by the quality of the lake water and the 
costs of treatment. In this respect the meter measuring and 
consumption charge system promotes conservation. Peel’s 
third area municipality — The Town of Caledon — is rural. Its 
water supply is derived from aquifers (deep water wells) 
maintained by the Region. 


THIS WATER SERVICE-RELATED 
BILL FLOWED THE OTHER WAY 


One Peel service representative knocked on the combination 
glass and screen door noting as he did so that the regular front 
door behind it was ajar. His knock brought immediate 
response from a formidably dentured mastiff which, 
desperately trying to reach him, reduced asliding glass pane in 
the combination door to slivers. 

Striving to catch his breath and steady his hand as the lady of 
the house called off the dog, the steadfast service man recorded 
the meter’s reading. 

Shortly thereafter the department received a bill from the 
householder demanding the replacement cost of the glass pane. 
Migosh! the reader commented, her bite is worse than the dog’s 
bark. Payment refused. Nuff said. 


Though somewhat exaggerated, this cartoon is, 
nonetheless, a reflection of the occasional job 
hazards faced by meter service representatives. 


representatives, many others were 
issued as a result of the billing 
computer’s programmed monitor- 
ing capability. 

Over a period of time the 
computer develops consumption 
parameters for every consumer in 
its electronic memory. This simply 
means that the computer develops a 
record of a consumer’s average 
range of consumption against which 
the periodical readings of that 
consumer’s meter are checked. 
Should a discrepancy between a 
reading and the recording 
parameters suddenly arise, the 
computer will so signify. 
Verification by staff follows and if 
the sudden change in consumption 
has not been caused by the 
installation of a swimming pool, or 
the closing down of a household for a 
lengthy period, a repair order will 
be issued. 

A repair is required, usually, 
when the meter has been frozen and 
the cast-iron bottom seat, designed 
to break under excessive pressure, 
has broken; or the meter register 
has slowed down possibly as a result 


of wear or corrosion (Note, Mr. & 
Mrs. Consumer, the meter register 
cannot speed faster than the water 
flow); or the register is obviously 
malfunctioning because the 
readings are abnormal with no 
other causes apparent including 
damage to the ARB connection, 
cable or receptacle. 


SHADES OF 1984 
AND ALL THAT 


Converting old-style meters to a 
more modern system is an ongoing 
program designed to update and 
streamline the meter recording and 
the computer billing system as a 
whole. Nonetheless, there are water 
meters dating back to 1918 still 
operating accurately within the 
system. 

In the course of time the 
mechanically driven, gallons- 
recording meters will be replaced 
by modern magnetic drive devices 
measuring the flow electronically 
and encoding the result for remote 
electronic reading and computer 
recording. 


CONSUMERS ARE RESPONSIBLE FOR 
PROTECTION OF THE METER 


The protection of a watermeter from damage is the 


responsibility of the consumer. During the winter of 1980-81 
some 100 meters were damaged by freezing. One consumer 
returned from a Florida vacation to find the tropical fish tank, 
all pipes and the meter solidly frozen. Consumers are billed, in 
such cases, for the cost of their meter’s repair. 


LEVEL, 


aaa 


RAPID GROWTH CREATES NEW DEMANDS 
Peel Region’s rapid rate of growth and development has posed many 
challenges related to the cost-effective supply of public services. In the past 
five years, for example, the supply of water has had to be increased by over 


2,000,000,000 gallons. 
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Buying the best at the lowest possible cost 


The guide word here 1s Control 


In the lead article to this edition of 
Regional Reflections Finance 
Commissioner Marshall, stressing 
the importance of financial controls, 
underlines their constructive 
contributions to the Region’s 
financial integrity, in particular to 
its mindfulness of the cost to fulfil its 
budgetary commitments. 

Nowhere is this philosophy of 
giving good value for the tax dollar 
more in evidence than it is in the 
Finance Department’s procurement 
activities. Through its purchasing 
function, the majority of the 
regional government’s require- 
ments for goods and services are co- 
ordinated and consolidated for 

purchase — in bulk if that is 
practical and more economical — at 
the lowest possible cost. 

The purchasing section’s major 
activities include: tendering and 
analysis of bids, awarding of 
contracts, and issuance of purchase 
orders. 

The Regional Municipality buys 
from hundreds of suppliers whose 
products are made in many parts of 
the world. It gives preference 
however, when all considerations 
are equal, to Canadian made 
products and local suppliers. 

Because it serves the Peel 
Regional Police Force and the Peel 
Health Unit as well as the 
municipality’s service-delivering 
departments: Planning, Public 
Works and Social Services 
including Peel Non-Profit Housing 
Corporation, the Region’s shopping 
list is long and varied. It includes: 
stationary supplies, office furniture, 
maintenance and repair materials 
and services, broadloom, toothpaste, 
toothbrushes, hypodermic needles, 
medicines, police cars, uniforms, 
guns, tires, oil, gasoline, tools, sand, 
gravel, asphalt, trucks, backhoes, 
diesel fuel, gasoline, topsoil, sod, 
lumber, hardware, hydrants, water 
meters, pipe (copper, plastic, 
concrete and iron), beds, cots, 
blankets, linen, food, toys, crayons, 
paper paste, paint brushes, 
fingerpaint, chalk, refrigerators 
and stoves. 

Consider the last two items on the 
above list: refrigerators and stoves 
for example. The purchasing section 
buys these on behalf of Peel Non- 

Profit Housing Corporation and will 
place orders, varying in quantity 
according to the size of the housing 
project, for, possibly, one or two 
hundred or more refrigerators and 
stoves with the lowest bidder. 

Some of the more common 
products purchased locally are 


MAIL CALL! 


agencies within the region. 


The Region’s mail service is operated by Finance 
Department’s Purchasing and Services Group 


The recent postal strike provided a 42-day partial respite to this 
Finance Department function which normally handles more than 
3000 pieces of mail every working day. 

But not all of it is handled by the post office and few of the 
outgoing mailings are sealed and stamped by hand. 

A high speed inserter, which can insert four separate items into an 
envelope, handles most of the bulk mailings. It can seal and stamp 
more than 1000 envelopes an hour. All water billings, for example, 
are processed for mailing by the inserter. 

Several means of distribution for the Region’s mail are utilized: 
post office, regional courier run, mail messenger and private 
courier. The Regional Courier travels more than 50,000 km annually 
delivering mail to regional government and other government 


vehicles, stationery, printing, food, 
sand and gravel. 


All major purchases are sub- 
ject to competitive bid and the 
lowest acceptable offer always 
wins. 


Although purchases are subject to 
competitive bid, the lowest price 
does not necessarily guarantee an 
order. The key qualification is 
acceptability. In their evaluation of 
the qualifying term lowest 
acceptable, the purchasing section’s 
and the using department’s staff 
consider not only price but delivery 
time, quality and life expectancy of 
the product, performance history of 
the supplier, warranties, probable 
maintenance or repair levels, and 
other factors. 

Because it pays to do so, the 
purchasing section encourages as 
many suppliers as it practically can 
to submit their products and prices 
for evaluation and then gives all of 
them a fair and equal opportunity to 
do business with the municipality. 
Nonetheless, the Region will buy 
only from the lowest acceptable 
bidder and will never knowingly 
pay more than the lowest price 
available from any supplier. 


Quality, like beauty, is in the 
eyes of the beholder. An ex- 
pensive lightweight pant might 
reflect quality and suitability 
in working clothes for a desk- 
driving executive, but it would 
hardly be considered distin- 
guished in either category if it 
were supplied as a work pant, 
in lieu of jeans, to a truck- 
driving maintenance man. 


The purchasing division, opera- 
ting within the confines of a 
Bylaw adopted by Council, buys 
the minimum acceptable quality 
to do the job. In order to obtain the 
desired quality, specifications are 
drawn up and submitted, with 
invitations to bid, to possible 
suppliers. Some specs are finely 
detailed and technical while others 
merely suggest acceptable brands 
or product lines. Either way, the 
buyer must give each interested 
supplier an opportunity to provide a 
product for evaluation if it appears 
to be suited to the intended use, even 
though it may differ slightly from 
the given spec. 


Internal mail is distributed by the mail messenger who also travels 
a considerable distance per year, but on foot, six floors from 
department to department, collecting and delivering. 

Rush deliveries to outside companies, agencies or council 
members are handled by private courier. 
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An example of fiscal control for an 
essential service delivery function 


MAINTAINING A BACK-UP INVENTORY 


When a carelessly driven automobile knocks a hydrant over and 
the street quickly becomes a lake, local residents expect the 
municipality to respond to the emergency fast. Very fast! 

indeed, the Public Works Department’s emergency crews are fleet 
of foot (and wheels) but to accomplish their speedy repairs in 
instances of this sort they must have access to an adequate stock of 
replacement parts. 

For control, as well as supply purposes, an inventory of more than 
2500 items is maintained by Finance Department’s purchasing 
section in two stores — one located in Brampton, the other in 
Mississauga. 

Hydrant parts, watermain materials, hardware supplies, safety 
clothing, footwear, rainwear, and water meters are but a few of the 
items carried in their stocks. 

Storekeeping staff at the two locations issue and record the 
movement of material. An inventory supervisor oversees overall 
operations and with the assistance of a control clerk, is responsible 
for maintaining an adequate stock of supplies within a tightly 
controlled budget. 


Another fine example of financial control 


GOING.....GOING.....GOING.....GONE! 


Auctions, arranged and supervised by the Finance Department's 
purchasing section, are held by the Regional Municipality twice a 
year. At these highly entertaining functions the public is given 
opportunities to buy used, or obsolete equipment at relatively 
low cost. 

Among the goods to be found at the auctions are automobiles, 
including police cruisers, trucks, lawn mowers, typewriters, office 
furniture and, occasionally, a road grader or other giant piece of 
Public Works equipment. 

Although the organizing and advertising of the auctions is not 
inexpensive, they are financially worthwhile. At one time, for 
example, used vehicles were sold to or accepted as trade-ins by 
dealers who paid low middle-man prices. Yellow police cruisers, not 
easy to remarket on used car lots, were sold to wholesalers at even 
lower prices. Via the auction route the Region provides the public 
with great opportunities to pick up bargains — less than ‘lot’ prices 
for vehicles — yet gets a higher return than it would by following the 
easier sales or trade-in route to dealers. 
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From the Oxford Illustrated Dictionary: 


AUDIT n. 


Official examination of accounts; periodical settlement of accounts; 
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audit ale, strong ale brewed in some colleges of Oxford and Cambridge for 


use on day of audit. 


The auditors - internal and external 


Making sure that the financial position of the Corpora- 
tion of the Regional Municipality of Peel is accurately 
recorded and fairly presented. 


If any reader of this piece has ever suffered one or more 
Department of National Revenue audits of his or her 
income tax statements and their supporting documents, 


he or she knows how 
Frankenstinian auditors 


critically sharp the feds’ 
eyes and minds ean be. 


Arithmetiecal errors, amounting to just a few dollars 
(strangely, never in favour of the taxpayer), can seem to 
be world shattering even in these days of inflation-caused 


dollar diminishment. 


To those of us (we can be counted 
in the millions) whose accounting 
expertise is limited by the number 
of digits on our hands, or whose 
accounting ability is able enough 
but compromised by carelessness or 
forgetfulness, the auditor is 
someone whose official presence can 
cause a sense of nail-biting alarm if 
not impending danger. 

This is probably why the deans 
and accountants of the colleges of 
Oxford and Cambridge did, 
according to historical tradition, 
brew astrong ale to be consumed on 
the day of audit. To this day, in parts 
of England, strong ale is referred to 
as Audit Ale. 


THE EXTERNAL AUDIT 


The audit needs of the Region of 
Peel’s taxpayers are served by 
internal auditors who are Regional 
employees and by an international 
firm of chartered accountants — 
Touche Ross and Co. from their 
Mississauga office. Like any other 
corporation, the Region is required 
to appoint an external auditor. In 
Peel’s case the appointment of an 
auditor is required by Ontario’s 
Region of Peel Act. 

The external auditor’s main job is 
to express a professional opinion of 
the Region’s annual financial 
statements and the annual 
statements of Peel Non-Profit 
Housing Corporation. Peel Non- 
Profit Housing Corporation is a 
separate corporation directed by 
Peel Council’s Social Services 
Committee and managed by the 
Region’s Department of Social 
Services. 

The Audit Report, prepared after 
the accounting records and systems 


IN-HOUSE 
PRINTING SERVICES 


Another service provided by the 
Finance Department's Purchasing 
and Services Group (see page 
opposite) is printing. Here, reports 
of many kinds prepared by the 
operating departments as well as by 
the Administrative and Finance 
departments are printed and 
collated. Informational folders for 
insertion with water/sewer billings 
are also printed in-house. 


of both corporations have been 
examined and the fairness of their 
financial statements has been 
judged, is presented to the public, 
Regional Council and Ontario’s 
Minister of Municipal Affairs and 
Housing. 

The external auditor also reports 
to the Treasurer and Commissioner 
of Finance on matters related to 
financial controls and management 
practices. In essence, the auditor’s 
role is similar, if on a reduced scale, 
to the role of the Auditor General 
with respect to the Federal 
Government. 


THE INTERNAL AUDIT 


Unlike the external audit which is 
a once-a-year legal requirement, the 
internal audit is a continuing in- 
house task instituted, in the causes 
of financial efficiency, financial 
accountability and financial 
integrity, by the Region itself. 

Approved by Regional Council in 
1975 and instituted in 1977, Internal 
Audit serves the needs of Regional 
management with ongoing 
independent reviews of financial 
practices and, as well, existing and 
proposed computer systems. 

Staffed by an auditor and 
assistant auditor, Internal Audit 
reviews departmental and 
divisional program management’s 
financial and control practices and 
the potential effect of any 
weaknesses on the Region. 

In any review it is the financial- 
control systems in place which 
receive first priority. Assessed, 
analyzed and tested by the internal 
auditors, they are measured for 
their capacity to ensure the 
fulfilment of managerial responsi- 


ill a aah 
0) 4-1 F-. 
a is 


mm 


bilities and the minimization of 
risks that could cause losses. 

When each review is completed, a 
draft report is shown to the 
managers involved and their 
comments concerning its accuracy 
are solicited. This practice also 
draws the attention of these service- 
delivery managers to the auditors’ 
conclusions before the report is 
sent to the managers’ superiors. 


Respect for the monies invest- 
ed by its shareholders is ex- 
pected of every kind of 
corporation. 


A public sector corporation, like 
any other corporation, must respect 
and take good care of the monies it 
accepts in trust as payment for 
services rendered or to be rendered 
or, as in the case of private 
corporations, investments made for 
profits to be rendered. Over the past 
four years most of the divisions of 
the services-providing departments 
have received the attentions of 
Internal Audit. The cash-receipt 
procedures in the nine Regionally 
operated day care centres, for 
example, have been microscoped as 
has the municipality’s water and 
sewer billing and collection systems, 
and other operations collecting or 
disbursing money. Indeed, the 
financial-control program initially 
visualized by the Region’s senior 
management has now been 
completed and a second cycle, 
improved by the introduction of 
newly developed audit techniques, is 
well underway. All previously 
reviewed operations will be 
revisited to be reviewed again for 
financial effectiveness, or improved 
financial effectiveness if a need for 
improvements had been suggested. 


The adequacy of controls 
incorporated in computer 
programs and systems is a 
modern, technological chal- 
lenge for auditors. 


At one time or another, in the 
course of its flow, all money handled 
by the Region is ‘processed’ 
(recorded) by one or another of 
several computer systems. An 
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important function of Internal 
Audit, therefore, is the evaluating of 
the adequacy of controls that have 
been incorporated in, or are being 
designed for, the computer systems. 
In recent years, for example, this 
function has involved the two- 
member internal audit team in 
computer systems developed for the 
Britannia Landfill Site Weigh- 
Seale Billing System, the General 
Ledger System which consolidates 
all financial transactions, the 
Payroll System, the Accounts 
Payable System and the Utilities 
Billing System. 

Along with the Region’s service- 
providing responsibilities, a task 
expected of management by the 
rate-paying public is the careful 
control of public funds e.g. 
collecting what is due from all, in 
fairness to all, and disbursing these 
collections in ways that will provide 
the most or the best of services in 
their interest. Management’s job is 
to create the manpower, organiza- 
tions, financial systems and work 
practices that are needed to meet the 
Corporation’s service goals and 
objectives. In the final analysis it is 
the public who benefit from the 
direction of management toward 
the ultimate in cost-effectiveness. 


It is Internal Audit’s job to 
review the financial operations 
of the organization and make 
constructive recommenda- 
tions to management concern- 
ing the organization’s 
financial practices and 
systems and their bearing on 
the cost effectiveness of 
services delivery. 


WHAT DOES 
THE FUTURE HOLD? 


Probably more and more 
emphasis on the need to audit, for 
the information of senior 
management, service-program 
management practices and 
procedures as well as financial 
practices and procedures. The 
methodology of the audit of 
management controls is not 
dissimilar to that used to review 
financial controls. The purpose 
would not be, of course, to dictate the 
operational pathways that program 
managers must follow; ob- 
viously, auditors are not trained 
engineers, social workers, teachers, 
policemen or nurses. Rather, the 
purpose would be one aimed at 
reviewing operational procedures 
as they relate to the management 
control and reporting in place for 
the cost effective delivery of services 
such as road construction, care of 
the aged and social housing. 


~~ 
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Peter Marshall, Commissioner of Finance and Treasurer for the Regional 
Municipality (left) in discussion with one of his staff directors. 


Ensuring’ 
financial 
integrity 


from page one 


become a process solely aimed at 
setting the tax rates and giving 
departments the legal authority 
to spend money. Too little mention 
is made of what the taxpayers, 
who have entrusted the monies, 
will get in return for their 
investment in the country, 
province and community. 

The thrust of the Region’s budget 
deliberations over the past few years 
has been to develop the budget as a 
two-way commitment: in essence, a 
contract between the Regional 
Government and its people. This 
two-way commitment between the 
Region and its residents says, 
figuratively, “in exchange for the 
money entrusted by the community, 
the Region will deliver this set of 
services at these levels”. 

This progressive philosophy has 
radically changed the budget 
development process for the Region 
— the change reflected by the 
budget document itself. The budget 
is no longer limited to dollars and 
cents. The budget now clearly 
identifies what is to be accomplished 
with the money. The budget 
document now shows, for example, 
not only how much money will be 
provided for water-meter reading 
and for road resurfacing but also 
how many water meters are to be 
read per man-day and how many 
kilometres of road will be 
resurfaced. The budget document 
now presents what is to be 
accomplished and why, in 
analytical narrative, as well as 
dollars and cents terms. 

Since the introduction of the new 
philosophy, the budget debates have 
focussed constructively on the why 
as well as the how much. For 
example, in considering a dollar 
increase for police protection — one 
of the major functions financed by 
the Regional Municipality — 
Council may want answers to 
questions such as: “By how much 
have the calls for police assistance 
increased?” or, “What is the best 
cost-effective way to meet the 
protection needs of the community?” 
Questions like these, plus many 
more, are anticipated during the 
planning and preparation of the 
draft of this extraordinarily 


detailed annual document for 
presentation to a group of its major 
contributors and severest critics: 
Regional Council. Hence, 
Councillors, as the representatives 
of the community, can readily 
evaluate what services the 
community will receive for the 
money it will be asked to pay. 


A REPORTING 
PROCEDURE IS 
ESSENTIAL TO 
EFFECTIVE 
DELIVERY OF 
OF SERVICES AT 
BUDGETED COST 


The development of the budgeting 
function will not provide improved 
effectiveness and accountability by 
itself. When a commitment is 
undertaken to deliver a set of 
services, there is also a 
responsibility to report on how well 
that duty has been discharged. The 
responsibility to report on the 
results of committed under- 
takings is not evident in many 
parts of the public sector. In Peel, 
however, this responsibility has 
been recognized and accepted. 
Clearly, the ability to report the 
Region’s financial standing quickly 
and accurately, is a key factor in the 
effective programming of all its 
municipal services. A program 
manager cannot be expected to take 
corrective action if there is no 
reporting procedure to tell him that 
he has a problem. For this reason 
monthly financial statements are 
produced immediately following 
month-end (currently targeted for 
distribution within six working 
days of month-end) to give the 
program manager the information 
that will help him recognize any 
need for corrective measures, 
should the need arise, as the 
program progresses. Once that 
information is provided to the 
program manager, he can be held 
accountable for any failure to take 
effective action. He can, of course, 
and this is more often the case, earn 
commendation for constructive 
reaction to a report and successful 
accomplishment of his project or 
program within budget. 


THE FINANCIAL 
RESULTS DO NOT 
TELL THE 
WHOLE STORY 


Because, in accepting the 
taxpayer’s money, the Region has 
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undertaken to provide services, the 
financial results do not tell the whole 
story of the Region’s success or 
failure. The Region is expected to 
deliver the promised services for the 
dollars available. To note that one 
program finished the year spending 
only 95% of its budget may appear to 
be efficient, but, whether it achieved 
95% or only 75% of the expected 
results, certainly matters. Similarly 
it would be easier to accept a 
program overspending its budget 
by 5% if it provided 10% more than 
the service expected. 

A major task, then, is the 
reporting of achievements in the 
delivering of services. Peel’s current 
annual budget, for example, reports 
the service achievements over the 
past two years to Council. Moreover, 
the development of effective results- 
reporting to management, monthly 
and quarterly, is well underway 
across all the Region’s departments. 
Still, the development process, 
seeking yet more efficient and 
effective means to control service 
costs and effectiveness, is a 
continuing one. The Region recently 
acquired a new general ledger 
(financial reporting) system which 
was chosen in part because of its 
ability to report service-level 
information and to produce various 
styles of reports to meet the needs of 
individual projects or programs. 
The computer system’s development 
function, while still centralized 
within the Finance Department, is 
now working on behalf of the service 
departments to meet their non- 
financial information needs. The 
internal audit function is being 


examined to determine whether its 
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scope should be extended beyond its 
present reviews of financial controls 
to reviews of management controls 
in non-financial areas — the 
effective use of manpower and 
equipment, for example. 

All these activities and others 
underway in other departments are 
aimed at providing the most timely 
financial and service level 
information to those responsible for 
delivering services. To fully develop 
these systems will not be a short 
process. What we intend is an 
ongoing enhancement of the 
information available to program 
managers: timely and accurate 
information on the costs incurred 
and results achieved, to a point in 
time. 

Thus, the program manager will 
be provided the opportunities to 
take appropriate action toward 
achieving the desired results for his 
projects at the lowest possible cost. 

In summary, the Finance 
Department’s primary role in 
regional government is not to 
deliver services to the public but to 
safeguard the monies which the 
public has paid to the Region, in 
trust, for such services. The success 
which has been achieved in 
developing the two-way commit- 
ment with the public has become 
fundamental to the financial 
integrity of the Region. In 
developing its reporting pro- 
cedures, the Department is playing 
a key role in ensuring that the 
ratepayers in Peel do receive and 
will continue to receive the best 
possible value in planning, police, 
public works, health, social and 
family services for dollars spent. 


Financial Summary 


The Region's revenue comes from property taxation, Provincial subsidies, utility billings, 
and charges for services. The revenue for service provided is mainly from homes for the 
aged fees, waste disposal charges and day-care fees. The Region's expenditure is for 
salaries and wages, debt charges, transfer payments and the purchase of goods and 
services. The expenditure for transfer payments relates to social assistance payments, 
support to the Children’s Aid Society of the Region of Peel, and transfers to the capital 
fund and reserves and reserve funds. The major expenditure in purchased goods and 
services is sewage treatment and the purchase of water from the Ministry of the 


Environment. 


MONEY CAME FROM 


PROVINCIAL 
SUBSIDIES 
29% 


UTILITY 
BILLINGS 
27% 


PROPERTY 
TAXES 
32% 


MONEY WAS SPENT ON 


(Budget figure for 1980 = $100,176,000.) 


Administration and Planning 
Health Services 

Waste Disposal 
Conservation Authorities 


Actual 
$(000) 
24,536 
17,605 
17,120 
15,861 
6,456 
5,374 
5,023 
4,327 
1,409 
1,972 


99,683 


